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Introduction

William M. Mercer, Incorporated (Mercer) has produced this briefing paper for the Arizona
Hedlth Care Cogt Containment System (AHCCCY) as part of the Arizona State Planning Grarnt,
which is funded by the Hedth Resources and Services Adminigtration (HRSA). Mercer
conducted an independent cost study to estimate the financia impact of hedth insurance
mandates recently enacted by House Bill 2600 (H.B. 2600).

Mercer isthe world' s leading employee benefits, compensation, and human resources consulting
firm, offering the most comprehensive human resources consulting servicesin the indudry.
Mercer’s Hedlth Care and Group Benefits consultants are experts in employee benefits programs
and primarily provide consulting services to employer and governmernt purchasers of hedlth care
plans.

In preparing this report, Mercer’ s expert panel of actuaries and consultants reviewed available
literature, including estimates prepared by the Congressiona Budget Office in 1998 (CBO ' 98)
and 2001 (CBO’'01). Also, Mercer relied on information that we prepared for asimilar report on
proposed Arizona mandates in February 1999. These cost impact estimates were based on sound
actuaria assumptions and methods. The report describes the specific provisons being analyzed,
the assumptions used to help develop estimates of the costs of the provisions, and Mercer’s
resulting cost estimates.

The specific mandates that Mercer andyzed, within H.B. 2600, provide for the expansion of
patients hedth care rights. The initiatives passed by this bill are intended to expand the range of
choices avallable to hedth plan members. However, these choices will result in cost implications
for the hedlth plans, employer groups, providers of care, and enrollee population that they are
intended to help.

The cost of implementing these provisions depends upon severd factors. These factors include,
but are not limited to, current business practices, the cost savings associated with managed care
plans, and the influence of managed care trestment patterns on al hedth care ddivery.
Additiondly, some of these mandates may be open to interpretation due to the broader language
used, when compared to similar federa provisions. In the course of Mercer’s andyss, it was
found that even those mandates that appeared relatively clear could be interpreted to have
different meanings by different people.

Furthermore, Mercer developed the cost estimates for these mandates based upon conventional
assumptions. For example, under the mandate that deals with prescription drugs, Mercer assumes
that current drug exclusions, such as experimenta drugs, will remain intact in the future.

Mercer's analyss aso assumes that coverage of clinicd tridswill remain narrowly defined to
include only cancer-treated patients. Should a broader definition be gpplied in the future to
various mandates, the cost impact could be much greater than stated in this report.
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Additiondly, while Mercer has cdculated the cost impact of these mandates, the actua
implicaions & asngle point in time may differ due to a specific hedth plan’s organizationd
gructure. Another method of caculating the cost impact of these mandates would be to use
actud dams experience data from health insuring organizations. Such information is not
currently available due to the short time period for which these mandates have been in effect.

The following table summarizes the mandates that were andlyzed by Mercer. Included are the
Department of Insurance section numbers for Group Hedlth Insurance (Group), Individua Hedth
Insurance (Individud), Hedlth Care Service Organizations (HCSO), and Hospita, Medicd,
Dental, and Optometric Service Corporation (HMDOSC).

Health Insurance Benefits Mandated By Arizona Law

Mandate Group Individual HCSO ‘ HMDOSC

Administration

Continuity of care N/A N/A 20-1057.04 |20-841.06

Sanding referrals N/A N/A 20-1057.01 |20-841.04
Accessto Medical Supplies

Readily accessible vendors N/A N/A 20-1057.05 |20-841.07
Phar macy

Off-label use for cancer treatment 20-1402 20-1342 20-1057 20-826

20-2326

Prescription formularies:
a) Processfor receiving non-formulary |N/A N/A 20-1057.02 |20-841.05
drugs and process for receiving

formulary and non-formulary drugs
during non-business hours

b) Must allow benefits for at |east 60 N/A N/A 20-1057 20-841.05
days after a health plan’s removal of a
drug from the formulary

Coverage of medical foods to treat 20-1402 20-1342 20-1057 20-826

inherited metabolic disorders 20-2326
Direct Accessto Care

Chiropractic 20-1406 20-1376 20-1057 20-841

Access to specialty care N/A N/A N/A N/A
Emergency Services

Ambulatory and prior authorization 20-2803 20-2803 20-2803 20-2803
Clinical Trials

Covered patient costs; cancer 20-1402 20-1342 20-1057 20-826

20-2326

H.B. 2600 made additiond reforms to statutes governing hedth care insurers and coverage,
relating to anti-retaliation of hedlth care providers, third party intermediaries, financia

incentives, health care gppedls, and claims payments and liability. These changes will affect the
practices of HMOs, resulting in an increase in the cost of coverage. However, these reforms are
not benefit coverage mandates, and therefore, are beyond the scope of thisandysis.
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The second table is a summary of each of the analyzed mandate s cost etimate. Mercer
compares its own cost estimate with that of two CBO egtimates. The impact shown is for insured
products only, which represents approximately 60 percent of the active employee population in
Arizona

Estimated Cost Impact Of Recently Enacted Mandates

Mercer CBO '98 CBO 01
Estimated Estimated @ Estimated
Provision Impact Impact Impact
Adminigration
Continuity of care 0.3% 0.2% 0.2%
Sanding referrals 0.1% N/A 0.1%
Accessto Medical Supplies
Readily accessible vendors 0.2% N/A N/A
Phar macy 1.1% N/A N/A
Off-label use for cancer treatment N/A N/A N/A
Prescription formularies:
a) Processfor receiving non-formulary drugs N/A N/A N/A

and process for receiving formulary and non-
formulary drugs during non-business hours

b) Must allow benefits for at least 60 days after a | N/A N/A N/A
health plan’s removal of a drug fromthe
formulary N/A N/A N/A
Coverage of medical foods for inherited metabolic
disorders
Direct Accessto Care
Chiropractic 3.0% N/A N/A
Access to specialty care 0.4% 0.1% 0.1%
Emer gency Services
Ambulatory and prior authorization 0.4% N/A 0.4%
Clinical Trials
Covered patient costs; cancer 0.2% 0.1% 0.1%

SOURCES: William M. Mercer, Incorporated and Congressional Budget Office
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Administration

For the purpose of our andys's, the mandates pertaining to continuity of care and standing
referrals have been combined due to the primary impact from these provisions being on the
adminigrative cos to the hedth plans.

Description

Continuity of Care

This mandate requires that hedlth plans dlow enrallees to continue an ongoing course of
treatment with a network hedth care provider for up to 30 days after the provider leavesthe
plan’s network.

Additiondly, this provison sates that a hedth care plan shdl dlow a new enrollee to continue
trestment for alife threatening condition with a non-participating health care provider for up to
30 days after enrollment. 1t dso dlows anew enrollee who has entered the third trimester of
pregnancy to receive services from her current non-participating heath care provider for the
ddivery and care up to Six weeks following the ddivery.

The mandate aso requires non-participating providers to accept reimbursement as payment in
full from the hedlth plan a established rates, comply with quaity assurance and information
requirements related to care, and comply with the health plan’s policies for referrd and pre-
authorization.

Hedlth care service organizations must dso include, in its disclosure form, adescription of the
insurer’s continuity of care policies.

Standing Referrals

This mandate requires that hedlth care insurers must establish a procedure that dlows enrollees
who have a degenerative, life threatening, chronic, or disabling condition to receive areferra to
a hedth care pecididt.

The standing referral shall be pursuant to a treatment plan that is approved by the hedlth care
plan in consultation with the primary care physician, specidigt, and enrollee. The hedlth care
plan may dso limit the number of vists, aswel asthe time period for which an enrollee may
receive a danding referrd.

Findly, this mandate specifies that a anding referrd shdl continue if the primary care
physician leaves the network.
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Assumptions

= The continuity of care and sanding referra sections impose a Significant adminigrative
burden on the hedlth plans due to natification requirements. Administrative costs are estimated
at 15 percent of total plan costs.

= Provider termination notices would be issued to dl enrollees to ensure natification to all
enrolleesin possible course of treatment.

= Due to continuous changes in provider networks, most planswill send notices on a monthly
basis.

Financial Impact and Conclusions

Mercer estimates the overal impact of the continuity of care section to be an increase in hedlth
care premiums of 0.3 percent. The CBO ‘01 estimate for asimilar provision was found to be 0.2
percent. This estimate from the CBO remains unchanged from the CBO ‘98 estimate. The
difference in the estimatesis due to the expanded time frames proposed under this mandate as
compared to the federd proposal.

Additiondly, there are more individuas enrolled in managed care plansin Arizonathan the
nationa average. Due to the larger number of enrollees, Arizona hedlth planswill fed agrester
adminigtrative impact.

Mercer's estimate, on the financia impact of standing referras on hedth plans, is that premiums
would increase 0.1 percent for the adminigtrative work of contracting with other specidists
outside the network in the case that an appropriate specidist within the network is unavailable.
The CBO ‘01 estimates showed that timely access to specidists would have an impact of 0.1
percent on hedlth care premiums

Thereis no data provided by the CBO that reflects the issue of astanding referrd. Therefore,
because of the amilarity between “timely” accessto specidigts, which isdiscussed in the CBO
‘01, and astanding referral, Mercer has decided the information provided by the CBO ‘01 on this
meatter to be relevant.

Mercer CBO '98 CBO '01

Estimated | Estimated Estimated

Provision Impact Impact Impact
Administration
Continuity of care 0.3% 0.2% 0.2%
Sanding referrals 0.1% N/A 0.1%
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Access to Medical Supplies

Description

Readily accessible vendors

This mandate requires that hedlth care insurers that provide coverage for medical equipment,
appliances, devices, and supplies must o provide that coverage through participating vendors
who are reasonably accessible, by location and hours of service, to enrollees.

Assumptions

= Mercer used the CBO *98 and American Association of Heath Plans (AAHP) estimates that
rurd areas will experience cost increases of 6 percent for required optiona coverage dueto
eimination of price discounts under this provison.

= This provision provides open access to any medica supply provider, whether they arein or out
of the network.

= Mercer analyss assumes that durable medica equipment (DME) accounts for 1 percent of dl
hedlth care cogts, with an average discount of 20 percent based upon the 1998 Mercer/Foster
Higgins Survey of Hedth Plan Codts.

= Lack of clarity exigs asto what congtitutes a“readily accessble’ vendor, and therefore will
increase plan liability.

= According to the Bureau of Labor Statistics (BLS), 13 percent of employeeslivein rura
Arizona; 60 percent of which are enrolled in an HMO/POS/PPO option.

Financial Impact and Conclusions

Mercer anticipates readily accessble vendors to have a cost impact of 0.2 percent since volume
guarantees for discount purposes would effectively be impossible under this provision.

Rurd areas have alikelihood of limited supplies due to the lack of vendors. Additiondly,

dependent upon how the state, as well asthe HMOs, defines readily ble, may mandate a
higher contract rate in rurd aress.
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There are no CBO ‘01 egtimates of asimilar provision, nor was there an estimate from the CBO
‘08.

Mercer CBO '98 CBO '01

Estimated Estimated | Estimated
Provision Impact Impact Impact

Accessto Medical Supplies
Readily accessible vendors 0.2% N/A N/A
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Pharmacy

This mandate, under revisions made by H.B. 2600, requires that hedth plans covering
prescription drugs must (1) cover off-label use drugs for cancer treatment, (2) have a process for
recalving medicaly necessary non-formulary drugs (including during non-business hours), and
alow benefitsfor at least 60 days after notice of the health plan’sremova of adrug from the
formulary, and (3) cover medical foods used to treat inherited metabolic disorders, such as
Phenylketonuria (PKU).

Description

Off-label use

This provison of the pharmaceutica mandate prohibits dl hedlth care plans that provide
coverage for prescription drugs from excluding coverage for any drug prescribed for the
treatment of cancer, on the basis the drug has not been approved for trestment of the specific
type of cancer, aslong as the drug has been recognized by at least one acceptable medica
reference as a safe and effective treatment. This provison aso stipulates that hedth care insurers
are not required to provide coverage for adrug determined to be experimental, has not been
approved by the FDA, or is not on the hedth plan’s formulary.

Prescription formularies

As summarized above, dl hedth care plans shdl have a procedure for enrollees to obtain
non-formulary drugsif either the treating provider deems the drug necessary, the formulary’s
equivaent has been ineffective in treetment, or the formulary’ s drug causes adverse reactions.

Additiondly, hedlth care plans should provide notice of formulary changes to each contracted
pharmacy plan, and are prohibited from limiting or excluding coverage for a prescription drug
that was a previoudy agpproved drug, but has been removed from the formulary, for at least 60

days.

Three tier pharmacy benefits are exempt from the above provisions.

Medical foods

This provison of the mandate requires that hedth plans that cover prescription drugs must so
cover medical foods that are used to treat inherited metabolic disorders. However, by further
reviewing this provison, it aso ates that a hedth plan must only cover aminimum of 50

percent of al formulas and foods (low protein), up to $5,000, needed to treat enrollees with such
adisorder.
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Unlike the other provisons of the pharmaceutica mandate, coverage of medicd foods for
inherited metabolic disorders, such as PKU, is not covered by H.B. 2600. Instead, this mandate
was adopted as part of House Bill 2043 on April 18, 2000.

Assumptions

= Mercer assumes that prescription drug costs to be 16 percent of premiums for HMOs and
15 percent for PPOs.

= Mercer'sanayds excludes experimental drugs.

= Cogt esimates assume that the exclusions or requirements for rigorous prior authorization for
treatment of hair loss due to mae pattern ba dness, smoking cessation, use of human growth
hormone, infertility, and use of Viagrawould remain effective.

Financial Impact and Conclusions

Mercer’s cost impact projection, for the overal pharmaceutical mandate, isan increasein
premiums of 1.2 percent for HMO hedlth plans and 0.9 percent for POS/PPO plans. Thiswill
further result in atotal cost impact of 1.1 percent. The Arizona mandate would permit each
contracting physician to determine medica necessity for prescription drugs on a case-by-case
basis.

No CBO ‘98 edtimates were made of asimilar federa provison. The federd bill provison
(Section 107) requires hedth plans using redtrictive plan formularies to have written policies, as
well as a process for making exceptions.

The CBO ‘01 changed its position on the estimated impact that prescription drugs will have on
overal hedth plan costs. However, thisimpact isminiscule, at less than .05 percent. Mercer
believes that this CBO ' 01 estimate is due to increased adminidrative costs rather than the

prescription drugs themselves.

Mercer CBO '98 CBO '01
Estimated Estimated Estimated
Provision __ Impact  Impact  Impact
Phar macy 1.1% N/A N/A
Off-label use for cancer treatment N/A N/A N/A
Prescription formularies
a) Processfor receiving non-formulary drugs and N/A N/A N/A

process for receiving formulary and non-formulary
drugs during non-business hours
b) Must allow benefits for at least 60 days after a

health plan’s removal of a drug fromthe N/A N/A N/A
formulary

Coverage of medical foods to treat inherited metabolic

disorders N/A N/A N/A
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Direct Access to Care

Direct access to care has been an ongoing concern of those parties looking to revamp the health
care delivery system. For purposes of Mercer’ sandysis, only the sections of direct access that
dedl with chiropractic care and access to specidists will be evauated, due to the fact that other
mandates pertaining to direct access to care are federaly required.

Description

Chiropractic

All hedlth care plans shdl provide benefits covering care by network chiropractic providersfor a
minimum of twelve sdf-referred chiropractic visits during any one contract period. Asin the

past, hedlth care plans shal maintain an adequate number of chiropractic providers to assure
reasonable accessbility to enrollees.

Additiondly, chiropractic care isreferred to as only the treetment of non-surgica/non-invasve
neck and back pain through physiothergpy musculoskeletd manipulation, aswell as other
physica corrections of musculoskeleta conditions within the scope of a chiropractor’s practice.

Access to specialists (including chiropractic)

This section providesin the event that an enrolleg’ s primary care physician leaves the network
plan after providing the enrollee with areferral to anetwork specidig, the hedth care plan shdl
alow the enrollee to receive care from the network specidist without having to obtain another
referral from a PCP within the plan.

Assumptions

= Specidist referrals may be made by any provider of care, including specidists referring to
other specidids.

= Mercer used the CBO ‘98 edtimates that rural areas will experience cost increases of 6 percent
for required optional coverage due to dimination of price discounts under this provison.

= According to the Bureau of Labor Statistics (BLS), 13 percent of employesslivein rurd
Arizona; 60 percent of which are enrolled in an HMO/POS/PPO option.

Financial Impact and Conclusions

For the purposes of this report, Mercer is concentrating only on the sections of direct accessto
careinvolving chiropractic care and access to pecidists. Accessto specidistsisaprovison
included in H.B. 2600, but is not one of the specificaly listed mandates that Mercer was asked to
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provide anadyss. However, Mercer found that the cost impact of access to speciadists directly
effects chiropractic care, and the cost implications associated with such care. Therefore, the cost
edimate is broken down as follows:

1. Accessto chiropractic care from a participating provider.
Mercer expects this provision of the mandate to increase premiums by 3.0 percent. The CBO
‘01 has not provided an estimate for this provision because there is no corresponding
proposed federd legidation.

2. Necessary or specialty care from any qualified health care provider in accordance with
applicable referral procedures. Requires health plans to contract with “ sufficient” number of
physicians and chiropractors to meet member needs.

It is estimated that this provision would have an overal impact of a 0.4 percent increase on
hedlth plan premiums. The CBO ‘98 previoudy estimated an impact of only 0.1 percent. As
of the CBO ‘01, this mandate was il estimated to have an overdl increase in premiums of
0.1 percent. The estimates differ due to the broader language of the state mandate. This
provision has been estimated to Sgnificantly impact hedlth plansin rurd areas due to the lack
of risk sharing cost controls.

Mercer CBO '98 CBO '01
Estimated Estimated Estimated

Provision Impact Impact Impact

Direct Accessto Care
Chiropractic care 3.0% N/A N/A
Access to specialty care 0.4% 0.1% 0.1%

k\winwordhrsa\hrsa mandates impact final_101501a2.doc

William M. Mercer, Incorporated 11 Arizona Health Care Cost Containment System



Emergency Services

For the purposes of this andyss, the sections pertaining to prior authorization and ambulance
sarvices have been combined, as they have been in the state of Arizona hedlth insurance
mandates.

Description

Prior authorization and ambulatory

This mandate requires that hedth care plans engaging in utilization review to determine whether
any emergency services rendered by a provider or hospita were medicaly necessary to consider
whether a prudent layperson would have sought the emergency servicesin question if the
layperson were faced with smilar medica symptoms as the enrollee receiving the services.

The Baanced Budget Act (BBA) of 1997 requires that emergency services must be covered by a
hedlth insurer without prior authorization, regardiess of whether the enrollee obtains the services
in or out of the network.

The BBA addresses emergency services using a prudent layperson standard, defined as“a
medica condition manifegting itsdf by acute symptoms of sufficient severity (including severe
pain) such that a prudent layperson, who possess an average knowledge of hedth and medicine,
could reasonably expect the absence of immediate medica attention to result in placing the
hedlth of the individud (or, with respect to a pregnant women or her unborn child) in serious
jeopardy, serious impairment to bodily functions, or serious dysfunction of any bodily organ or

Assumptions

= Enrolleesthat previoudy received authorization from their hedth plans before going to the
emergency room will no longer contact that health plan beforehand.

Financial Impact and Conclusions

This mandate would not be subgtantidly different than the federa provison, and is therefore
viewed by Mercer that the cost impact related to emergency services would be relatively smilar
to estimates established by the CBO. That being said, the CBO ‘01 cost estimate anticipates a
0.4 percent increase in premium related to access for emergency care.

The imination of prior authorization for emergency services will only dightly decrease the
prior authorization adminigtrative burden for hedth plans, asfew patients typicaly contacted
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their hedlth plan on the way to the emergency room regardless of the requirement. However, this
eadng of the adminigtrative requirement may actudly increase the medicd cogsto a hedth plan,
as those few members that previoudy would have caled the hedlth plan for authorization and
been diverted to a more gppropriate and less costly setting, may now end up in the ER for
non-emergency conditions.

Previoudy, the hedth plan used nurses to evauate the patients condition over the phone, and the
members were instead referred to alessintensve and costly center for care. Thisreferrd to aless
intense care center till occurs, but not as often with the lack of prior authorization for

emergency care vigts. Therefore, the number of inappropriate ER vidts may incresse, and
possibly the number of inappropriate hospita admissions.

While concurrent and retrospective review will till evaluate hospita admissions for medica
necessity, ER vigts are not typically reviewed for medical necessity. Therefore, the utilization
related to ER vigtswill increase, resulting in higher hedth plan cogs.

Mercer CBO '98 CBO '01
Estimated Estimated | Estimated
Provision __ Impact  Impact | Impact _
Emergency Services
Prior authorization & Ambulatory 0.4% N/A 0.4%
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Clinical Trials

Two case studies, with opposing viewpoints as to the cost effects of cancer clinicdl trids, are
liged in Appendix A.

Description

Cancer clinical trials

This mandate requires that insurers must pay al “covered patient costs’ for enrollees who
participate in cancer clinicd trids at an Arizonaingtitution. Furthermore, it isindicated that this
mandate would require hedth plansto provide coverage for dl routine enrollee cogts incurred
through aclinicdl trid if the costs would also be covered for non-investigationa trestment under
certain conditions.

Based on aNationa Cancer Ingtitute Web site, there are 231 clinical trids related to cancer
trestment associated with Arizona. However, many of these trids have very few patients, and the
gudies are linked to many other Sates. In addition, there may be many clinical cancer trids
based outside of Arizonathat have Arizona resdents as part of the study.

The number of patientsin the clinicd trias from Arizonamay vary tremendoudy over time,

based on the number of patients with the type of cancer under study, research methodology, and
willingness of patients with that type of cancer to participate in the study. The Arizona Clinical
Research Center in Tucson, for example, has the following number of patientsin various types of
cancer trids as of February 2001

Type of cancer study Number of people in trial

Tumor necross

Prostate cancer 5
Breast cancer 29
Chemotherapy 21
Chemo nausea 27
Gadrointestinal cancer 12
Genitourinary 2
Gynecology 2
Generd 1
Leukemia 19

k\winwordhrsa\hrsa mandates impact final_101501a2.doc

William M. Mercer, Incorporated 14 Arizona Health Care Cost Containment System



Type of cancer study Number of people in trial

Lymphoma

Médanoma

Pancrestic

Total 134

Http://www.amrllc.com/Research/Indications/Oncol ogy.htm#Breast Cancer

Itisunclear if dl the people in these trids are from Arizona. With additional research, a better
estimate of the number of patientsin cancer trials may be determined, as well as the associated
costs that a hedlth plan may aso be held accountable.

Assumptions

= The Arizona provison will have greater impact if the federd legidation does not pass. Arizona
would then become amore frequent location for clinicd trids due to alower cost of
conducting thetrid.

= Insurers will react consarvatively since there are large unknown costs associated with this
provison.

= The CBO ‘01 states that there will be a greater long-term impact since the number and expense
of clinicd tridswill increase three-fold.

= Thereisno redtriction imposed as to the phase or type of trid.

= The coverage includes al drug trials and devices.

= No geographica service arealimits are imposed as to where the trid is conducted.

= Anillnessfor which there are no effective sandard trestmentsis interpreted to mean an
incurable disease,

Financial Impact and Conclusions

Mercer anticipates a cost increase of 0.2 percent due to “ covered patient costs’ for cancer clinical
trids. Prior Mercer estimates indicated an overal impact of 0.9 percent resulting from the
adoption of asmilar provison that included the coverage of dl dinicd trids. In addition, the
CBO ‘01 and CBO *98 estimate a 0.1 percent increase to hedlth plan premiums as aresult of a
smilar federd provison.
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Asareault of this mandate, hedlth plans will inherit liability for the enrollee involved in cancer
clinica groupsfor trids. Since no geographica service arealimits are imposed, this type of
coverage could create a migration of individuas to Arizonato take advantage of this benefit.

Mercer CBO '98 CBO '01
Estimated | Estimated | Estimated
Provision Impact Impact Impact
Clinical Trials
Covered patient costs; cancer 0.2% 0.1% 0.1%
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Appendix A

Kaiser Study

Concerns about the direct cost of medical care delivered to participantsin national cooperative
oncology clinica trids compared to the costs of standard medical care may be a sumbling block

to increased oncology dlinicd trid participation. During the years 1994- 1996, 203 patients were
entered into randomized NSABP (B-23, B-24, B-25, B-26, B-28) and SWOG (9035, 9061, 9313,
9410, others) trids through a large established prepaid closed staff model HMO (Kaiser
Permanente, Northern Cdifornia), where outsde plan medica care is quite uncommon.

Eighty-nine percent of patients were in adjuvant trids with breast cancer predominating over
colon and melanoma. An age matched, specific clinicd trid digible, contemporary control was
found through a computerized search and confirmed by chart review for 135 of these patients.
Trid patients and controls were 89 percent femae with a mean age of 51.6 years. The direct cost
of medical care delivered over a6 and 12 month period from a defined anchor point was
obtained using an automated cost accounting system assigning fully loaded cogts (not charges)

for al medica care for the tria patients and their matched control. The mean ore year costin
dollars of trid patients was 17,003 compared to 15,516 for controls, p=0.49 (paired t-test). If
randomized autologous bone marrow transplant versus control studies were removed, the one
year cost for trid patients (124 matched pairs) was 15,041 versus 15,185 for the controls. If
customary prices had been paid for study supplied chemotherapy drugs, the mean one-year costs
for tria patients would have been 19,675 versus 15,516 for controls, (p<0.01). The costs of
research infrastructure, data management, and research specific physcian time have not been
included. Even including some BMT studies, participation in selected nationa cooperative group
trials as described did not increase or decrease medicd care costs during the first year.
(http:/Amww.asco.org/prof/me/html/99abstracts’hsr/m_1610.htm)

Memorial Sloan-Kettering Cancer Center Study from
May 20, 2000

Despite the commonly held opinion by insurersthat it is more expendve to treat cancer patients
indinicd trids, anew study showsthat it does not cost more and may actualy cost less. A
comparison of patients receiving chemotherapy for solid tumors revealed that the treatment for
those patients enrolled in aclinical trid cost 17 percent less than those receiving standard care.
Dr. George Bod, chairman of the Department of Medicine at Memoria SoanKettering Cancer
Center and co-author of the paper, reported the results at the 36th annua mesting of the
American Society of Clinica Oncologistsin New Orleans, Louisana. "Payers, induding
Medicare, often believe that the costs for patientsin clinica trids are more than sandard care,”
explained James Quirk, Senior Vice Presdent for Research Resources Management at Memoria
Sloan-Kettering Cancer Center and the study's first author. "However, when we andyzed the
average cods for inpatient care, outpatient care and physician charges, we found clinicdl trid
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costs to be smilar or less than those for the standard of care. The total costs per patient were
$30,775 for those in clinicd trials compared to $37,055 receiving standard care.”
(http://Amww.mskec.org/patients n_public/info_for__/journdists/press releases/study _shows cli
nica_trids for_cancer_patients cost less than standard care body.html)
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